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INDEPENDENT AUDITORS REPORT

To the Board of Directors

Owens Securities Corporation

We have audited the accompanying statement of financial condition of Owens Securities

Corporation the Company as of December 31 2009 and the related statements of operations

changes in stockholders equity and cash flows for the year then ended that you are filing pursuant to

Rule 17a-5 under the Securities Exchange Act of 1934 These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audit The financial statements of Owens Securities Corporation as

of December 31 2008 were audited by other auditors whose report dated February 25 2009

expressed an unqualified opinion on those statements

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures that

are appropriate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control over financial reporting Accordingly we express no

such opinion An audit includes examining on test basis evidence supporting the amounts and

disclosures in the financial statements An audit also includes assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall financial

statement presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Owens Securities Corporation as of December 31 2009 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The schedule contained within the supplementary information is

presented for purposes of additional analysis and is not required part of the basic financial

statements but is supplementary information required by Rule 17a-5 under the Securities Exchange

Act of 1934 Such information has been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

February 23 2010

Sacramento San Francisco



OWENS SECURITIES CORPORATION

BALANCE SHEET

December 31 2009 and 2008

2009 2008

ASSETS

Current assets

Cash 12789 24004

Interest receivable and other assets 4031

Total current assets 16820 24006

Other investments 7413

16.820 31.419

LIABILITIES AND
STOCKHOLDERS EQUITY

Current liabilities

Accounts payable 800 10800

Stockholders equity

Common stock $1 par value authorized

10000000 shares issued and

outstanding 15000 shares 15000 15000

Additional paid-in capital 144700 124700

Accumulated deficit 143680 119081

16020 20619

16.820 31 .419

The accompanying notes are an integral

part of these financial statements



OWENS SECURITIES CORPORATION

STATEMENT OF OPERATIONS

For the Years Ended December 31 2009 and 2008

2009 2008

Revenues

Interest and other income 334

Securities loss 1.666 7434

Total revenues 1660 7100

General and administrative expenses 22139 24970

Loss from operations 23799 32070

Loss before provision for income taxes 23799 32070

Provision for income taxes 800 800

Net loss 24.599 32.870

The accompanying notes are an integral

part of these financial statements



OWENS SECURITIES CORPORATION

STATEMENT OF STOCKHOLDERS EQUITY

For the Years Ended December 31 2009 and 2008

15000 15000 124700

The accompanying notes are an integral

part of these financial statements

Total

Accumulated Stockholders

Deficit Equity

86211 53489

32870 32870

119081 20619

24599 24599

20000

143.680 16.020

Common Stock

Shares Amount

15000 15000

Additional

Paid-in

Capital

124700Balances at January 2008

Net loss

Capital contributed from parent

Balances at January 2009

Net loss

Capital contributed from parent

Balances at December 31 2009

20000

15.000 15.000 144.700



OWENS SECURITIES CORPORATION

STATEMENT OF CASH FLOWS

For the Years Ended December 31 2009 and 2008

2009 2008

Cash flows from operating activities

Net income loss 24599 32870
Adjustments to reconcile net loss to net cash used in

operating activities

Net change in trading assets 7413 7434

Change in interest receivable and other assets 4029 100

Change in accounts payable 10000 9500

Net cash flows used in operating activities 31 .215 15836

Cash flows provided by financing activities

Additional paid-in capital contributed 20000

Net cash flows provided by financing activities 20.000

Increase decrease in cash 11215 15836

Cash at beginning of year 24004 39840

Cash at end of year
12.789 24.004

Supplementary cash flows information

Income taxes paid by parent 800 800

The accompanying notes are an integral

part of these financial statements



OWENS SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION

Owens Securities Corporation the Company was incorporated in September 1988 in

the State of California The Company is registered broker-dealer and is wholly-

owned subsidiary of Owens Financial Group Inc the Parent Its operations consist of

effecting transactions of limited partnership interests in Owens Mortgage Investment

Fund During the years ended December 31 2009 and 2008 no commission revenue

was earned

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting and Management Estimates

The Company uses the accrual method of accounting for financial reporting purposes

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those

estimates

Adoption of New Financial Accounting Standards

FASB Accounting Standards CodificationTM ASC or Codification

In June 2009 the Financial Accounting Standards Board FASB issued new accounting

standards ASC 105-10 previously SFAS No 168 The FASB Accounting Standards

CodificationTM and the Hierarchy of Generally Accepted Accounting Principles With the

issuance of ASC 105-10 the FASB Accounting Standards Codification the

Codification or ASC becomes the single source of authoritative U.S accounting and

reporting standards applicable for all nongovernmental entities This change is effective

for financial statements issued for interim or annual periods ended after September 15

2009 Accordingly all specific references to generally accepted accounting principles

GAAP refer to the Codification and not to the pre-Codification literature

Subsequent Events

In May 2009 the FASB issued ASC 855-10 previously SFAS No 165 Subsequent

Events which establishes general standards of accounting for and disclosure of events

that occur after the balance sheet date but before financial statements are issued or are

available to be issued The adoption of this standard on July 2009 required us to

disclose the date through which we evaluated subsequent events and had no effect on

our financial position or results of operations

Cash and Cash Equivalents

For purposes of the statements of cash flows cash and cash equivalents includes

interest-bearing bank deposits and short-term investments with original maturities of

three months or less



OWENS SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company uses comprehensive model for recognizing measuring presenting and

disclosing in the financial statements tax positions taken or expected to be taken on

tax return tax position is recognized as benefit only if it is more likely than not that

the tax position would be sustained in tax examination with tax examination being

presumed to occur The amount recognized is the largest amount of tax benefit that is

greater than 50% likely of being realized on examination For tax positions not meeting

the more likely than not test no tax benefit is recorded

The Company has elected corporation status for federal and state tax purposes For

an corporation federal and state taxes on income are taxed to the individual

stockholders While the income is not subject to federal corporation income tax at the

corporate level it is subject to 1.5% California franchise tax

The provision for income taxes for the years ended December 31 2009 and 2008

consists of minimum state franchise tax of $800

Investment Securities

The Companys other investments consist of an investment in NASDAQ Stock Market

Inc The Company accounts for its investments at fair value There were no securities

held at December 31 2009 The fair value of the investment was $7413 as of

December 31 2008

Subsequent Events

We have reviewed all events occurring from December 31 2009 through February 23

2010 the date the financial statements were issued and no subsequent events occurred

requiring accrual or disclosure

FAIR VALUE MEASUREMENTS

The Company utilizes fair value measurements to record fair value adjustments to

certain assets and to determine fair value disclosures Securities available-for-sale are

recorded at fair value on recurring basis

Fair Value Hierarchy

Under ASC 820 the Company groups assets and liabilities at fair value in three levels

based on the markets in which the assets are traded and the reliability of the

assumptions used to determine fair value These levels are

Level Valuation is based upon quoted prices for identical instruments traded in active

markets



OWENS SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

Continued

FAIR VALUE MEASUREMENTS Continued

Fair Value Hierarchy Continued

Level Valuation is based upon quoted prices for similar instruments in active

markets quoted prices for identical or similar instruments in markets that are not active

and model-based valuation techniques for which all significant assumptions are

observable in the market

Level Valuation is generated from model-based techniques that use at least one

significant assumption not observable in the market These unobservable assumptions

reflect estimates of assumptions that market participants would use in pricing the asset

or liability Valuation techniques include use of option pricing models discounted cash

flow models and similar techniques

Following is description of valuation methodologies used for assets recorded at fair

market value

Investment securities are recorded at fair value on recurring basis Fair value

measurement is based upon quoted prices if available If quoted prices are not

available fair values are measured using independent pricing models or other model-

based valuation techniques such as the present value of future cash flows adjusted for

the securitys credit rating prepayment assumptions and other factors such as credit

loss assumptions Level securities include those traded on an active exchange such

as the NASDAQ stock market As of December 31 2009 the Company held no

investments measured under ASC 820 The Company sold its only security in 2009

resulting in realized losses of $1666

COST SHARING AGREEMENT

As of January 2008 the Company entered into Cost Sharing Agreement with its

parent Owens Financial Group Inc Owens whereby the Company will reimburse

Owens $10000 per year in addition to any income tax liabihty incurred by Owens on

behalf of the Company

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule 15c3-1 which requires the maintenance of minimum net capital as

defined of $5000 and maximum ratio of aggregate indebtedness to net capital as

defined not to exceed 15 to At December 31 20C9 the Company had net capital of

$11989 which was $6989 in excess of its required net capital and ratio of aggregate

indebtedness to net capital of .00 to 1.00 At December 31 2008 the Company had net

capital of $16656 which was $11656 in excess of its required net capital and ratio of

aggregate indebtedness to net capital of .50 to 1.00



OWENS SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

Continued

NET CAPITAL REQUIREMENTS Continued

Certain adjustments were made to the 2008 Financial and Operational Combined

Uniform Single FOCUS report The 2008 net capital calculation presented within the

financial statements represents the amended calculation Following is reconciliation

between the previously reported computation and the amended computation

Total stockholders equity 20619

Less Haircuts on securities positions 1112
Less Additional haircuts on securities 2851

Net capital as amended 16.656

Excess net capital as amended 1.656



SUPPLEMENTARY INFORMATION



OWENS SECURITIES CORPORATION

COMPUTATION AND RECONCILIATION OF NET CAPITAL UNDER
RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2009 and 2008

2009 2008

Net capital

Total stockholders equity 16020 20619

Less Haircuts on securities positions 3963
Less Other deductions 4031

Net capital 11.989 16.656

Computation of basic net capital requirement

Minimum net capital required 5.000 5.000

Excess net capital 6.989 11.656

Ratio of aggregate indebtedness to capital .00 to 1.00 .50 to 1.00

Reconciliation of net capital

The net capital as reported in the accompanying

financial statements equals the net capital as

reported in the Companys unaudited filing of

Part lIA of the FOCUS reports as of

December 31 2008 and 2009

10
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED BY
SECURITIES AND EXCHANGE COMMISSION SEC RULE 17A-5

To the Board of Directors

Owens Securities Corporation

In planning and performing our audit of the financial statements of Owens Securities

Corporation the Company as of and for the year ended December 31 2009 in accordance with

auditing standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly

we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including consideration

of control activities for safeguarding securities This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g in the

following

Making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 17a-3a1 and the reserve required by Rule 15c3-3e

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits

and related costs of controls and of the practices and procedures referred to in the preceding

paragraph and to assess whether those practices and procedures can be expected to achieve the

SECs above-mentioned objectives Two of the objectives of internal control and the practices and

procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements authorization and

recorded properly to permit the preparation of financial statements in conformity with generally

accepted accounting principles Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

Sacramento San Francisco



INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED BY
SECURITIES AND EXCHANGE COMMISSION SEC RULE 17A-5

Continued

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timely basis

significant deficiency is control deficiency or combination of control deficiencies that

adversely affects the entitys ability to initiate authorize record process or report financial data

reliably in accordance with generally accepted accounting principles such that there is more than

remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements will

not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices and

procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC the Financial Industry Regulatory Authority Inc and other regulatory agencies

that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered

brokers and dealers and is not intended to be and should not be used by anyone other than these

specified parties

LtP

San Francisco California

February 23 2010


